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ENTERPRISE FUND ENDNOTES

[*] The accrual basis of accounting is used; however, no depreciation is shown.

[0] Information is taken from a cash receipts and disbursements statement.

[1] The water utility operations include the sewer and refuse disposal enterprise fund operations.

[2] The water utility operations include the refuse disposal enterprise fund operations.      
[3] The water utility operations include the sewer enterprise fund operations.

[4] The electric utility operations include the water enterprise fund operations.

[5] Water is purchased from the City of St. Paul.

[6] The electric utility operations include the sewer enterprise fund operations.

[7] The enterprise is a joint powers agreement.

[8] The electric utility operations include the heat enterprise fund operations.

[9] The electric utility operations include the gas enterprise fund operations.

[10] The electric utility operations include the cable TV enterprise fund operations.

[11] The hospital operations include the nursing home operations.

[12] The enterprise fund fiscal year-end is April 30.

[13] The enterprise fund fiscal year-end is June 30.

[14] The enterprise fund fiscal year-end is September 30.

[15] The operations were shown in the special revenue funds; an enterprise fund treatment is required.

[16] The municipal liquor store discontinued on-sale operations during the current year.

[17] The electric utility operations include the refuse disposal enterprise fund operations.

[18] The sewer utility operations include the refuse disposal enterprise fund operations.

[19] The debt payments are also shown in the governmental funds.

[20] The facility is under construction.

[21] The enterprise fund discontinued operations during the current year.

[22] Non-operating income includes the gain on the sale of fixed assets.

[23] The enterprise fund is shown on the modified accrual basis of accounting.

[24] The operation was shown in the governmental funds.   The Office of the State Auditor requires  
that this type of operation is shown as an enterprise fund.

[25] The operations were transferred to the governmental funds.
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ENTERPRISE FUND FOOTNOTES

[26] The hospital operations include the clinic enterprise fund operations.

[27] The water utility operations include the recycling enterprise fund operations.

[28] The gas utility operations include Circle Pines and Lino Lakes.

[29] The enterprise is a discretely presented component unit.

[30] The electric utility operations include the refuse, sewer, and water enterprise fund operations.

[99] This entitiy failed to report in time for this publication.
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Appendix A- Factors Influencing General and Special Revenue 
  Unreserved Fund Balances 
 
 
Minnesota cities report their fund balances at the close of their fiscal year (which runs 
concurrent with the calendar year).  This creates an impression that cities have excessive 
amounts of revenue held in reserve.  In reality, city fund balances should be relatively 
large at the end of the year because of local government cash-flow cycles.  Cities must 
rely on their fund balances to meet expenses during the first five months of the next fiscal 
year, until they receive the first property tax payments (May) and aid payments from the 
state (July). 
 
Unlike state government, which collects income tax withholding and sales tax receipts 
regularly throughout the year, Minnesota’s cities do not have a constant flow of revenue 
from which they are able to fund local government operations.  Property tax levies, state 
aid, and property tax credits comprise the majority of city discretionary revenues.  
Minnesota statutes govern the flow of these major revenue sources into city treasuries: 
 

• Counties distribute the cities’ share of the first half of property tax levies in late 
May and early June.  Cities receive the first half of their state aid and property tax 
credits from the state in July of each year. 

 
• Counties distribute the cities’ share of the second half of property tax levies in late 

October and early November. 
 
• Cities receive the second half of their state aid and property tax credits from the 

state in December of each year. 
 
Given this state-controlled flow of revenue, city fund balances (which are measured on 
December 31) are the primary sources of funds available to cities for their operating 
expenses during the first five months of the next fiscal year.  An adequate fund balance 
will provide a local government with the cash flow required to finance expenditures 
without short-term borrowing. 
 
Unique Circumstances of Each Jurisdiction Determine the Size of Fund Balance 
  Needed 
 
While cities must rely on the fund balances for cash flow purposes during the first five 
months of a year, the unique circumstances of each local government will determine the 
size of a fund balance that must be maintained to avoid the need for short-term borrowing 
and to operate effectively. 
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Numerous factors must be considered in determining the size of a fund balance necessary 
for a city to avoid short-term borrowing: 
 

• If cities receive relatively large amounts of revenue from sources such as fees, 
fines, charges for services, other intergovernmental grants and aids, or interest on 
investments during the first five months of the calendar year, then they will be 
less dependent on their fund balances for cash flow purposes. 

 
• Cities are often able to delay certain purchases until after the initial property tax 

and state aid payments are received.  While payments for employee salaries, 
wages, and most benefits cannot be delayed during the first five months of the 
year, purchases of supplies and capital equipment may be delayed. 

 
The individual cash flow needs of a city will determine the minimum fund balance that is 
necessary for a city to operate effectively.  Cities that are able to generate significant 
revenues from sources other than property taxes and state aid payments may require 
relatively smaller fund balances to support their cash flow requirements.  Conversely, 
cities that rely heavily on property taxes and state aid for the majority of their revenues 
will need larger fund balances to meet their cash flow needs from January 1 through 
June 1 of every calendar year. 
 
While there are many factors that help determine the minimum fund balance needed to 
maintain financial health, the Office of the State Auditor recommends that at year-end, 
local governments maintain an unreserved fund balance in their General Fund and 
Special Revenue Funds of approximately 35 to 50 percent of operating revenues, or no 
less than five months of operating expenditures.8  If the local government’s unreserved 
fund balance is less than or greater than this recommendation, the local government 
should be able to explain the reason for the difference. 
 

                                                 
8Although this section discusses only two types of fund balances, Minnesota cities actually report three 
different classifications of fund balances in the General and Special Revenue Funds.  The unreserved, 
undesignated fund balances include all funds remaining at the close of the fiscal year for which no legally 
binding commitment has been made, nor has the governing body passed a resolution designating those 
funds for a specific purpose.  The unreserved, designated fund balances include all funds remaining at the 
close of the fiscal year for which no legally binding commitment has been made; however, these funds 
have been designated by the governing body for a specific future use.  The reserved fund balances include 
all funds remaining at the close of the fiscal year for which there is a legally binding external commitment 
of those funds, such as a signed contract for services or equipment. 
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Glossary

BORROWING - These revenues reflect the sale of bonds and notes, certificates of indebtedness,
and tax anticipation certificates.  Cities are restricted by law from borrowing for current expenses.

CAPITAL OUTLAY - These expenditures include the purchase, construction, or permanent
improvements of buildings, equipment, machinery, and land.  Capital outlay varies from year to year
based on the needs and resources of the cities.

CAPITAL OUTLAY FOR ENTERPRISE FUNDS - The expenditures from governmental funds
for improvements to public service enterprises, such as sewer and water mains.

CAPITAL PROJECTS FUND - A fund created to account for the financial resources that are used
for the acquisition or construction of a fixed asset.

CASH BASIS OF ACCOUNTING - The basis of accounting that recognizes transactions or events
when related cash amounts are received or disbursed.

CHARGES FOR SERVICES - These revenues reflect fees for activities of the governmental
funds.  These include rent of city hall by individuals or organizations, police and fire contracts, fire
calls, recreation fees, park dedication fees, etc.

DEBT SERVICE EXPENDITURES - These expenditures reflect the annual costs of servicing the
outstanding debt of the local government.  These costs include principal, interest, and some fiscal
charges.

DEBT SERVICE FUND - A fund to account for the collection of resources and payment of
principal and interest from long-term debt.

ENTERPRISE FUND - A fund established to account for operations financed and operated in a
manner similar to private business.  Examples include water, sewer, and electric utilities.  The
expenses of providing services are primarily financed by user charges.

FINES AND FORFEITS - These revenues reflect receipts from the payment of penalties for law
violations, non-observance of contracts, and forfeited deposits.

FRANCHISE TAXES - These revenues reflect proceeds from taxes imposed on public utilities,
usually involving elements of a monopoly (e.g., electric utilities, gas utilities, and cable TV), for use
of public property.

GENERAL FUND - The fund used to account for all financial resources not required to be
accounted for in another fund.  This fund is the main operating fund.

GENERAL GOVERNMENT EXPENDITURES - These expenditures reflect the costs associated
with running a local government.  Expenditures in this category include salaries, wages, and benefits
of legislative, judicial, and administrative personnel; supplies; and city hall maintenance.
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Glossary
GOVERNMENTAL FUNDS - The funds through which most governmental activities are financed.
The four governmental fund types are:  general, special revenue, debt service, permanent, and capital
projects.

GRAVEL TAX - These revenues are derived from taxes imposed by the local government for
aggregate material removal. 

HEALTH - These expenditures are for the maintenance of vital statistics, restaurant inspection,
communicable disease control, and various health services and clinics.

HRA AND ECONOMIC DEVELOPMENT - These expenditures are for development and
redevelopment activities in blighted or otherwise economically disadvantaged areas.  Activities may
include low interest loans to individuals and businesses, cleanup of hazardous sites, rehabilitation
of substandard housing and other physical facilities, and additional types of assistance to those
wanting to provide housing and economic opportunity within a disadvantaged area.

INTEREST ON INVESTMENTS - These revenues reflect interest earned on checking and savings
accounts, CDs, money market funds, and bonds.  This category also includes dividends.  In addition,
the net increase or decrease in the fair value of investments is recorded here.

LICENSES AND PERMITS - These revenues reflect receipts from liquor licenses, cigarette
licenses, other business licenses, street use permits, building permits, and other non-business
licenses and permits.

MISCELLANEOUS EXPENDITURES - These expenditures reflect the costs of activities that
were not allocated to a specific function.  Some activities included in this category are pension and
insurance costs not allocated to a specific department.

MISCELLANEOUS REVENUES - These revenues refer to  refunds, reimbursements, donations,
and lease payments.

MODIFIED ACCRUAL BASIS OF ACCOUNTING - The basis of accounting where:
(a) revenues are recognized in the accounting period in which they become available and
measurable; and (b) expenditures are recognized in the accounting period in which the fund liability
is incurred, if measurable, except for unmatured interest on general long-term debt and certain
similar accrued obligations, which should be recognized when due.

NET TAX LEVY -  The city net property taxes, after adjustments for state property tax relief aids
such as Market Value Credits are applied, which are required to be paid by the property owners of
the city.

OTHER FINANCING SOURCES - The long-term debt proceeds, sale of fixed assets, and
transfers from other funds.

OTHER FINANCING USES - This category includes activities such as transfers from one fund
to another and transactions involved in the issuance of refunding bonds.  For example, in an advance
refunding, bond proceeds are deposited with an escrow agent and invested until they are used to pay
principal and interest on the old debt at a future time.
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OUTSTANDING LONG-TERM DEBT - This category refers to the long-term debt that a local
government has incurred to finance its capital projects.  Examples of long-term debt include various
types of bonds and other obligations such as notes and long-term leases.

PARKS AND RECREATION - These expenditures reflect park maintenance, mowing, planting,
and removal of trees.  Recreation expenditures include festivals, bands, museums, community
centers, cable TV, baseball fields, organized recreation activities, etc.

PUBLIC SAFETY EXPENDITURES - These expenditures reflect the costs related to the
protection of persons and property.  This category combines several distinct city departments,
including police, fire, ambulance services, and other protection.  They are combined here because
cities allocate similar responsibilities differently among these departments.

SANITATION - These expenditures reflect the costs of  refuse collection and disposal, recycling,
as well as weed and pest control.  Some cities provide sanitation services through enterprise funds.

SPECIAL ASSESSMENTS - These revenues refer to levies made against certain properties to
defray all or part of the costs of a specific improvement, such as new sewer and water mains,
deemed to benefit primarily those properties.  The amount includes the penalties and interest paid
on the assessments.

SPECIAL REVENUE FUNDS - A fund used to account for the proceeds of specific revenue
sources that are restricted to expenditures for a specific purpose.

STREETS AND HIGHWAYS EXPENDITURES -  These expenditures reflect the costs
associated with the maintenance and repair of local highways, streets, bridges, and street equipment.
Common expenditures include patching, seal coating, and snow removal.  Expenditures for road
construction are not included in current expenditures but are accounted for as capital outlay.

TAXABLE TAX CAPACITY - This category represents the tax capacity, less the tax increment
district value, less the fiscal disparities contribution value, plus the fiscal disparities distribution
value.

TAX CAPACITY - The value assigned to the property used to calculate the property taxes.  

TAX INCREMENTS - These revenues are what cities generate when they establish tax increment
financing (TIF) districts.  In a TIF district, the increase in property tax revenues in the redeveloped
area are used to pay the costs of development and redevelopment in the district rather than the
general services of the city, county, and school district.

TOTAL CURRENT EXPENDITURES - This category reflects the total of all expenses related
to current operations.

TOTAL EXPENDITURES - This category includes current operating expenses, capital outlays,
and debt service principal and interest payments.
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TOTAL REVENUES - This category reflects all sources of revenue that increase the amount of
available resources without creating a liability or a future payment.  Borrowing and transfers
between funds are not included in total revenues.

TRANSFERS - ENTERPRISE FUNDS - The transfer of available resources to or from public
service enterprises.  An example of this transfer is a water utility transferring money to the General
Fund.

TRANSFERS  - GOVERNMENTAL FUNDS - The transfer of money between governmental fund
types.  The revenues and expenditures for these funds are always shown in the same tables.

UNALLOCATED INSURANCE  - These expenditures refer to  insurance premiums that are not
allocated to a specific function of government.

UNALLOCATED PENSION CONTRIBUTIONS - These expenditures refer to contributions to
pension plans that are not allocated to a specific function of government.
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